CR-103 (June 2004
RULE-MAKING ORDER (Implements( RCW 34.05.36)0)

Agency: Insurance Commissioner X Permanent Rule

. [] Emergency Rule

Effective date of rule: Effective date of rule:
Permanent Rules Emergency Rules

X 31 days after filing. ] Immediately upon filing.

[] Other (specify) (If less than 31 days after filing, a ] Later (specify)

specific finding under RCW 34.05.380(3) is required and should be stated below)

Any other findings required by other provisions of law as precondition to adoption or effectiveness of rule?
[JYes X No If Yes, explain:

Purpose: These rules amend several sections of the Actuarial Opinion and Memorandum Regulation (WAC 284-07-310
through 284-07-400) to bring them in line with the model regulation of accreditation part A standards of the National
Association of Insurance Commissioners

Insurance Commissioner Matter No. R 2006-10

Citation of existing rules affected by this order:
Repealed: WAC 284-07-360, 284-07-370
Amended: WAC 284-07-310, 284-07-330, 284-07-340, 284-07-350, 284-07-380, 248-07-390
Suspended:

Statutory authority for adoption: RCW 48.02.060, 48.74.025, 48.36A.250, 48.36A.260

Other authority :

PERMANENT RULE ONLY (Including Expedited Rule Making)
Adopted under notice filed as WSR 07-17-164 on August 22, 2007 (date).
Describe any changes other than editing from proposed to adopted version:

If a preliminary cost-benefit analysis was prepared under RCW 34.05.328, a final cost-benefit analysis is available by

contacting:
Name: phone ( )
Address: fax ( )

e-mail

EMERGENCY RULE ONLY

Under RCW 34.05.350 the agency for good cause finds:

[] That immediate adoption, amendment, or repeal of a rule is necessary for the preservation of the public
health, safety, or general welfare, and that observing the time requirements of notice and opportunity to
comment upon adoption of a permanent rule would be contrary to the public interest.

[] That state or federal law or federal rule or a federal deadline for state receipt of federal funds requires
immediate adoption of a rule.

Reasons for this finding:

Date adopted:

December 17, 2007 CODE REVISER USE ONLY

NAME (TYI_’E OR PRINT) OFFICE OF THE CODE REVISER
Mike Kreidler STATE OF WASHINGTOH

' FILED
SIGNATURE

DATE: December 17,2007

mg 15/'4 ~ eé TIME: 8:36 AM

e WSR 08-01-077

Insurance Commissioner

(COMPLETE REVERSE SIDE)




Note: If any category is left blank, it will be calculated as zero.
No descriptive text.

Count by whole WAC sections only, from the WAC number through the history note.
A section may be counted in more than one category.

The number of sections adopted in order to comply with:

Federal statute: New Amended , Repealed
Federal rules or standards: New Amended Repealed
Recently enacted state statutes: New Amended Repealed

The number of sections adopted at the request of a nongovernmental entity:

New Amended Repealed

The number of sections adopted in the agency’s own initiative:

New Amended 6 Repealed 2
The number of sections adopted in order to clarify, streamline, or reform agency procedures:
New Amended Repealed
The number of sections adopted using:
Negotiated rule making: New Amended Repealed
Pilot rule making: New Amended Repealed
Other alternative rule making: New Amended 6 Repealed 2




ACTUARIAL OPINION AND MEMORANDUM REGULATION

AMENDATORY SECTION (Amending Order R 94-26, filed 12/30/94,
effective 1/30/95)

1

WAC 284-07-310 Purpose. The purpose of this regulation, WAC
284-07-310 through and including WAC 284-07-400, called the
actuarial opinion_and memorandum requlation, is to prescribe:

(1) Guidelines and standards for statements of actuarial
opinion ((thst—are—to—Ppe)) submitted in accordance with the
reguirements of RCW 48.74.025, 48.36A.250, 48.36A.260, and for
supporting memoranda ( (fir—support—tirereoct));
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“+3¥)) Rules applicable to the appointment of an appointed
actuary; and

(3) Guidelines and standards relating to "adegquacy of
reserves." -

AMENDATORY SECTION (Amending Order R 94-26, filed 12/30/94,
effective 1/30/95)

WAC 284-07-330 Scope. (1) This regulation applies to all
life insurance companies and fraternal benefit societies doing
business in this state, to.all 1life insurance companies and
fraternal benefit societies which are authorized to reinsure life
insurance, annuities, or disability insurance business in this
state; and to all disability insurers that file annual statements
on the life and accident and health blank. This regulation
requires the appointed actuary to use his or her professional
dudgment in performing the required asset analysis and developing
the actuarial opinion and supporting memoranda, consistent with

relevant actuarial standards of practice. The commissioner may
specify specific methods of actuarial analysis and actuarial
assumptions when, in the commissioner's opinion, such

specifications are necessary.
(2) This regulation applies to all annual statements filed
with the commissioner on and after ((tlre—effective date—of—this
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regutation)) December 31, 2007. ((Bxcept—witirrespect—tocompartes
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AMENDATORY SECTION (Amending Order R 94-26, filed 12/30/94,
effective 1/30/95)

WAC 284-07-340 Definitions. The following definitions apply
throughout this requlation:
(1) "Actuarial opinion" means ( (=
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486+)) the opinion of an appointed actuary regarding the adequacy
of the reserves and related actuarial items based on an asset
adequacy ((test)) analysis set forth in ((sccorderrce—wttir)) WAC
284-07-380 and ( (withpresentivaccepted)) according to applicable

actuarial standards ( (+
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opimion)) of practice.

(2) "Actuarial Standards Board" means the board established by
the American Academy of Actuaries to develop and promulgate
standards of actuarial practice.

(3) "Annual statement" means that statement required by RCW
48.05.250 to be filed annually by the company with the
commissioner.

(4) "Appointed actuary" means any individual who is appointed
or retained in accordance with the requirements set forth in WAC
284-07-350(3) to provide the actuarial opinion and supporting
memorandum as required by RCW 48.74.025.

(5) "Asset adequacy analysis" means an analysis that meets the
standards and other requirements ((referred—to)) set forth in WAC

284-07-350 (4) ( (7 Tt ey take TOEriTY formsy J'_u\,.luuh‘.ug, rrerot—Timited
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(6) "Company" means an insurance company, fraternal benefit
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society, or reinsurer subject to this regulation.

(7) (|«
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+8r)) "Qualified actuary" means an individual who meets the

requirements set forth in WAC 284-07-350((t2¥y)) (1).

AMENDATORY SECTION (Amending Order R 94-26, filed 12/30/94,
effective 1/30/95)

WAC 284-07-350 General requirements. The statement of
opinion on the adequacy of the reserves and related actuarial items
based on an asset adequacy analysis in accordance with WAC 284-07-
380, and a memorandum in support thereof in accordance with WAC
284-07-390, are required each vear.

( (tP—Submissteonr—of)) Statement of actuarial opinion((+)):

e 4 A= h) 4 | ] ] At 1o ) a)
IMIITLT 1o LU T L1ICITUUTU UllT ULl acitatliTl@i LU yagc L
A

L AY =)

( ( =W UL LlLIT
ul e I = i) i) a a A=, e d=
dINTOd T oLALTITIIL LUL T©AdLlIl YyTOd L UTULTITITLIIg WAL LLL LLLC GlllluO._L o CA LTLITIIT
£ a1 004 4= e 4 = o J = I S | |
LUL L I3y C1IT O LA LTUITILC ULl all G.LJ&JUJ_J.J.LC\J. abuuaLy, CTIICLCLTU

1] - 4
< EN=R™ Y

'

1 de A=, a Al X 204 o 200 b ]
[=¥9iwy Lot aClloy LIl AT CULUALITT w.L Lll WAL Z07 U wOU . LUV IUTU,
A aa%) . o IIn O DO A oV ] 200 Lo
ITTUWT VT L, IIac dily  CUIIPAITY T TATIUY L_cu. J_JU..LDU.GLLL LU WAL 2097 7U - OO LTLUILLL

k) L . 4 e Lo 2 J LI PR v dv 2 W)

S UMVIEL L ULy ad oLaltTlliTliU UL O.\./l_u.ct.]. LG.J. UJ_J_LJ.J._LUll L1 AT ULUUdLIILT WL LI WAC
200 faVar ] 200 h) oy | M 3 ] A N 4= he | = d=1 1
L 0U (AN SO0V olldl L i N Y R P B W AW A ULl UL a0 LCatlll [ pPagyc L U4l Ll alllluld L
d=. 2=, 4+ F A= £ A 2 ] 3 4 ] J 1 s . \
o CALTINCIIU O oLatTliiITT UL adbtuadl Td1l UDDITTUIT LTIIUT LI TU Uy all dppPyuULllltTU

e . k] L) TIDR L DA N DA
doiltaly Lll JdULULUdLIIUT W IIUIT WAL 205 U7 < 1T U.

P2 NN b ol =1 : LN | J N
&/ LTI UiIlT LTV IUUS yTdl o LULIPdllY PLUVIUTU d o LAdLTITIIU UL

i 3 | M M s ] W) h oy s Wan 20 4 ratr 0.0 ] 2 4=l

dJluUdl LdLl UL ULL L1l Al UL UallicT WL LD WAL 03T U/ 21Uy A LI, 111 T

4+ L s 1 P N d= o L 3 £ TIn, D0 A o o] fal Tl T WY 2 A
CULLTIIU yT©adl Ldl Lo LT TATHIPUIUINTUCL L CLLd UL WAT = U7 [SROAY) NSz N]
/1o FADNAY 4 2 s ol + q ] : : : \]

VT UL Vo7 LU dydlLll PLUVIUCT all dltCUdL T dL OpPLITTUIT NS dUCULUdLITIUTE
=1 ks drs W aNaly:| ot 9N 4 A e 4= £ 4= 3 ul s 2 o
WL CLIL WO 07 U/ ~ ITUy L1IT o L LTILLITTITT ULl adallitlal ftdl UM LI LULT L 1T

N ) ke i W] 2 haw ] 20N 1 13 3= 1 . i I | bra L
AL L LULUQIICT T WILLID WAL 4 SO0V Sliadl L 1T UT T TUULLTU UL L U AUUUS T
1o

0 A o)
o7 U7/

h } Nod 11 - W) ) ) . . e T ) n . .

L LULLIUWLLIIY UL LI dIIIUSL S LAaUlLTINTIIC . 11l Ll o 1lloldlivtT,

=
Alo 1 13 ) e = e £ = 2 | - 2 2
C1IT LU ALY oiladl' L ML UV IUT [=) o LA LTITLIT UL dCLltlal L al UM LITLULT LT
d= I ] yi)
v > e 3

i o b < 4= b Y i) Ao,
AT ULUAIICT WLLILI ) WILCLI AdpypLUPL L4AtT \dbLCl_LJ.J..LL,Gl L LUIT
do o dlo. A= h) 4 LN |
ITUL LY CHT T LIICTI L LU ot oTHUT LT l_ y MLUVIUT d DLCI.LCMLCJ.LL U.L Clbl_ud.l__l.d.J.
o s W B W WY | YoV} 200
WAL 203 U 7T o0U.

ke
b

UpLII1IUlle 111 O.\«\.«\J.Lud.l].bc WL LILL

£ 3 T ) . 4= Kl 4 > i . . . .
Vo Lil LlIiT CLAaot UJ. d olLdLTITIIL U abluddl Lal Uy LIILUIL LTUULLTU

11 I} .
L.U LJC DUULLL.LLLCKJ. U_y [=} .LUJ.C.LHLJ. UL G..L_LCJ..L bUlllle.lly, CIHIT CUILLLHL S o LULIT L IlA Y

1
d.bbCL.)l. LILC DL.C[ L.Cll[brlll_ U_L (=3 Lud.L LCL.L U}_J.Lll.LUl.l J_J_J.Cu Uy o UL LU ALTY

4. . L =
W_L l_ll l.llc ..Lucu.l_o.upc DU.}_JCJ_VJ.DUJ__Y J_C\JU.J.G.LUJ. U.L CU.LUL.J.lCJ_ oL UTTT L

UITC
4= 4= 1o
L,U.I.I.L].I.l_LDD.LUllCJ_ u.c L_CJ_J.I.I._LJ.J.CD L_J.).CLL_ l_llC UbJJ.lJ.J_U.I.J. .LCCLDUJ.ld.L)_L_Y ST L O CiIT

A e et
J_Cblu.J..LClllCllL.D Clb)LJ.LJ.bCUJ.LC LU a CULNPALTY uUlll_Lk.,_LJ.CLJ. J.ll L.llJ_D D LdlLT .

FADNIAY IT L RN ) 3= 4= N M
AU UpPpUllr WL DU LTIl I TUUT S L Uy LlIT LUV AdILY LIS C UL D oo LULIT L ™IHAd Y

A= N Y o N 1o de £ ) 3 3 £ o 4= 4o 4 L
yLr4alltc dil TALTIHSLULIT UL Ll UadltT LUl o UUIMT S ST UL UL ClIT olLdliTliTlic UL

. - . .
dbtud.]_ LTI UPIITIUIT,

+27)) (1) "Qualified actuary" means an individual who:
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(a) Is a member in good standing of the American Academy of
Actuaries; and

(b) Is qualified to sign statements of actuarial opinion for
life and health insurance company annual statements in accordance
with the American Academy of Actuaries qualification standards for
actuaries signing such statements or equivalent standards
acceptable to the commissioner; and

(c) Is familiar with the valuation requirements applicable to
life and health insurance companies; and

(d) Has not been found by the commissioner (or if so found has
subsequently been reinstated as a qualified actuary), following
appropriate notice to have: ,

(i) Violated any provision of, or any obligation imposed by,
Title 48 RCW or other law or any applicable regulation or order of
the commissioner in the course of his or her dealings as a
qualified actuary;

(ii) Been found guilty of fraudulent or dishonest practices;

(iili) Demonstrated his or her ((imcempetercy)) lncompetence,
lack of cooperation, or untrustworthiness to act as a qualified ac-
tuary; '

(iv) Submitted to the commissioner during the past five years,
an actuarial opinion or memorandum that the commissioner rejected
because it did not meet the provisions of this regulation or
standards set by the Actuarial Standards- Board; or

(v) Resigned or been removed as an actuary within the past
five years as a result of acts or omissions indicated in any
adverse report on examination or as a result of failure to adhere
to generally acceptable actuarial standards; and

(e} Has not failed to notify the commissioner of any action
taken by any commissioner of any other state similar to that under
(d) of this subsection. ’

(f) The commissioner may accept equivalent qualifications in
place of those in (a) and (b) of this subsection if the individual
has otherwise demonstrated his or her actuarial competence to the
satisfaction of the commissioner, and meets the qualifications in
(c), (d), and (e) of this subsection. '

((3¥)) (2) "Appointed actuary" means a qualified actuary who
is appointed or retained to prepare the statement of actuarial
opinion required by this regulation; either directly by, or by the
authority of, the board of directors through an executive officer
of the company.

(a) The company shall give the commissioner timely written
notice of the following: The name, title (and, in the case of a
consulting actuary, the name of the firm), and manner of
appointment or retention of each person appointed or retained by
the company as an appointed actuary ((ard——skeatt)).

(b) The company must state in ((stweh)) its notice that the
((persorn)) appointed actuary meets the requirements set forth in
subsection ((+2¥)) (1) of this section.

((Brree)) (c) After the company furnishes the notice ((+s
forristred) ), no further notice is required with respect to this
person, ((provided—that)) except the following, if applicable:
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(i) The company ((skhaxrt)) must give the commissioner timely
written notice ((4m lre—event)) if the actuary ceases to be
appointed or retained as an appointed actuary ((eor)); and

(ii) The company must give the commissioner timely written
notice if the actuary fails to meet the requirements set forth in
subsection (2) of this section.

(d) If any person appointed or retained as an appointed
actuary replaces a previously appointed actuary, the notice ((shatt
so——state)) must include that information and give the reasons for
replacement.

((+4¥)) (3) Standards for asset adequacy analysis: ( (Except
to—the—extent)) Unless the commissioner approves equivalents in
advance, the asset adequacy analysis required by this regulation:

(

(a) ((Bheatt)) Must conform to the standards of practice as
promulgated from time to time by the Actuarial Standards Board and
to any additional standards under this regulation, ( (whteh

starndards—are—to)) and must form the basis of the statement of
actuarial opinion in accordance with ((WAE—284—67+386)) this
regulation; and

(b) ((StraxE)) Must be based on methods of analysis ((&s)) that
are deemed appropriate for such purposes by the Actuarial Standards
Board. \

((£5r)) [(4) Liabilities to be covered((+))_=x

(a) ((Prder—euthority—of)) As regquired by RCW 48.74.025, the
statement of actuarial opinion ((streri—eppty)) applies to all in
force business on the statement date regardless of when or where
issued, ((evg=7)) including reserves of Exhibits ( (85—S7——=rc—16))
5, 6, and 7, and claim liabilities in Exhibit ((+%*)) 8, Part 1 and
equivalent items in the separate account statement or statements.

(b) If the appointed actuary determines as the result of asset
adequacy analysis that a reserve should be held in addition to the
aggregate reserve held by the company ((aad)) calculated in
accordance with methods set forth in RCW 48.74.040, 48.74.070,
48.74.080, and 48.74.090, the company ((shal¥)) must establish
((steh)) the appropriate additional reserve.

(C) ((FUL YTdL o Cll\.l_;.ll':d ]:J.L.LU_L tU DCbClLL‘LJC.L 31, 1995, thc CUILIMALlY
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vided—ly—timreer

<)) Additional reserves established under (b) ((or—ftec¥)) of
this subsection and deemed not necessary in subsequent years may be
released. Any amounts released must be disclosed in the actuarial
opinion for the applicable year. The release of ((steh)) these
reserves ((would)) will not be deemed an adoption of a lower
standard of valuation.
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AMENDATORY SECTION (Amending Matter No. R 2006-04, filed 6/6/06,
effective 7/7/06)

WAC 284-07-380 Statement of actuarial opinion based on an
asset adequacy analysis. (1) General description: The statement
of actuarial opinion ((Dubmittcd r—eecordanrce—witir—thts—sectton
statt—corstst—of) ) must include the following:

(a) A paragraph identifying the appointed actuary and his or
her qualifications (see subsection (2)(a) of this section);

(b) A scope paragraph identifying the subjects on which an
opinion 1is to be expressed and describing the scope of the
appointed actuary's work, including a tabulation delineating the
reserves and related actuarial items which have been analyzed for
asset adequacy and the method of analysis, (see subsection (2) (b)
of this section) and identifying the reserves and related actuarial
items covered by the opinion which have not been so analyzed;

(c) A reliance paragraph describing those areas, if any, where
the appointed actuary has deferred to other experts in developing
data, procedures or assumptions, e.g., anticipated cash flows from
currently owned assets, including variation in cash flows according
to economic scenarios (see subsection (2)(c) of this section),
supported by a statemént of each ((suweh)) expert relied on in the
form prescribed by subsection (5) of this section; and

(d) An opinion paragraph expressing the appointed actuary's
opinion ((witlh—respect—to)) concerning the adequacy of the
supporting assets to mature the liabilities (see subsection (2) (f)
of this section).

(e) One or more ((adedttorat)) of the following paragraphs
( (meryte—eappropriate)) will be needed in individual company cases,
as follows:

(i) If the appointed actuary considers it necessary to state
a qualification of his or her opinion;

(ii) If the appointed actuary must disclose the method of
aggregation for reserves of different products or lines of business
for asset adequacy analysis;

L i il S S 2 4 ) A s, I o | - -
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o = ) e o =, . | .
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++v¥)) If the appointed actuary must disclose an inconsistency
in the method of analysis or basis of asset allocation used at the
prior opinion date with that used for this opinion;

((tvr)) {iv) If the appointed actuary must disclose whether
additional reserves of the prior opinion date are released as of
this opinion date, and the extent of the release; or

((tvir)) J(v) If the appointed actuary chooses to add a
paragraph briefly describing the assumptions which form the basis
for the actuarial opinion.

(2) Recommended language: The following paragraphs ((are—to))
must be included in the statement of actuarial opinion in
accordance with this section. Language is that which in typical
circumstances shall be included in a statement of actuarial
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opinion. The language may be modified as needed to meet the
circumstances of a particular case, but the appointed actuary
( (shreti—use—Fenguage—wirich) ) must clearly express((es)) his or her
professional judgment. ((However+)) In any event, the opinion
( (stratt—retetrr) ) must include all pertinent aspects of the language
provided in this section.

(a) The opening paragraph ( (shatt) ) must generally
( (trdtteete) ) state the appointed actuary's relationship to the
company and his or her qualifications to sign the opinion.

(i) For a company actuary, the opening paragraph of the
actuarial opinion ((shletE)) must read substantially as follows:

"I, [name], am [title] of [insurance company name] and a
member of the American Academy of Actuaries. I was appointed
by, or by the authority of, the Board of Directors of that
( (frsurer) ) company to render this opinion as stated in the
letter to the Commissioner dated [insert date]. I meet the
Academy qualification standards for rendering the opinion and
am familiar with the wvaluation requirements applicable to
life and disability insurance companies."”

(ii) For a consulting actuary, the opening paragraph ((shax®))
must contain a statement substantially similar to the following:

"I, [name], a member of the American Academy of Actuaries, am
associated with the firm of [name of consulting firm]. I
have been appointed by, or by the authority of, the Board of
Directors of [name of company] to render this opinion as
stated in the letter to the Commissioner dated [insert date].
I meet the Academy qualification standards for rendering the
opinion and am familiar with the wvaluation requirements
applicable to life and disability insurance companies."

(b) The scope paragraph ((strat®)) must include a statement
substantially similar to the following:

"I have examined the actuarial assumptions and actuarial
methods used in determining reserves and related actuarial
items listed below, as shown in the annual statement of the
company, as prepared for £filing with state regulatory
officials, as of December 31, 20[ ]. Tabulated below are
those reserves and related actuarial items which have been
subjected to asset adequacy analysis.

Asset Adequacy Tested Amounts Reserves and Liabilities
Additional
Formula Actuarial Analysis Other Total Amount
Reserves Reserves (a) | Method (b) Amount OH+2)+3)
Statement Item (€)) 2) 3) 4)

Exhibit ((8)) 5
A Life Insurance
B Annuities
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Asset Adequacy Tested Amounts Reserves and Liabilities

Additional
Formula Actuarial Analysis Other Total Amount
Reserves | Reserves (a) | Method (b) | Amount DO+2)+(3)
Statement Item (€))] 2) 3) 4)

C . Supplementary
Contracts

((fnvotvimg)) With

Life Contingencies

D Accidental Death
Benefit

o]

Disability - Active

o5 ]

Disability - Disabled

G Miscellaneous

Total (Exhibit ((8)) 5
Item 1, Page 3)

Exhibit ((9)) 6
A Active Life Reserve

B Claim Reserve

Total (Exhibit ((9)) 6
Item 2, Page 3)

Exhibit ((38)) 7
((®¥))  Premiums and Other
Deposit Funds

(Column 6. Line 14)
(=  Policyholder

s 131'[11‘[31113 (f age 3:

Einre 6

+2))  Guaranteed Interest

Contracts (((Page3;
Eirre16-2))) (Column
2, Line 14)

(3 OftherContract
PepositFumnds-
EP ’1, i :
16-37)) Annuities
Certain (Column 3.
Line 14)

(8  Supptementary))
Supplemental
Contracts ((MNot
Contingenctes
EPEEEﬁ’i'jzn
(Column 4, Line 14)

((3)) Dividend ((and
Eouporn))
Accumulations or
Refunds
((Page 37 Eines))
Column 5, Line 14)
Total (Exhibit ((18)) 7.
Item 3, Page 3)

[ 8] 0TsS-9290.8




Asset Adequacy Tested Amounts Reserves and Liabilities

Additional

Formula Actuarial Analysis Other Total Amount

Reserves | Reserves (a) | Method (b) | Amount M+2)+3)

Statement Item (6)) 2) 3) - (4

Exhibit ((1)) 8 Part 1

1 Life (Page 3, Line 4.1)

2 Health (Page 3,
((Eife)) Line 4.2)
Total Exhibit (1)) 8,
Part 1
Separate Accounts
(Page 3(GEme27)) of
the Annual Statement

of the Separate
Accounts, Lines 1 and

2)
TOTAL RESERVES

IMR (General Account
Page 3, Line (3H=4))9.4)

IMR (Separate Accounts,
Page 3, Line 3)

AVR (Page_3,Line 24.1) (c)

Net Deferred and

Uncollected Premium

Notes to table of reserves and related actuarial items:

Page and line numbers refer to the ((992)) 2005 blank.
Corresponding entries from blanks from later years ((shetk)) are to
be substituted as appropriate. :

(a) The additional actuarial reserves are the reserves
established under WAC 284-07-350 (5) (b) ((or—cr)) -

(b) The appointed actuary ((sharX—indicate)) must state the
method of analysis, determined in accordance with the
standards for asset adequacy analysis referred to in WAC
284-07-350(4), by means of symbols which shall be defined
in footnotes to the table.

(c) Allocated amount of Asset Valuation Reserve (AVR)."

(c) If the appointed actuary has relied on other experts to
develop ((eertaim)) any portion((s)) of the analysis, the reliance
paragraph ((shatt)) must include a statement substantially similar
to ((eme—of)) the following:

( (1Y) "I have relied on [namel, [title] for [e.qg.,
anticipated cash flows from currently owned assets,
including variations in cash flows according to
economic scenarios((+—eart)), or certain critical
aspects of the analysis performed in conijunction
with forming my opinion] as certified in the
attached statement((7—==)). I have reviewed the
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information relied upon for reasonableness."

VARELEAY L Bt 1 I 1 3 L . 4 d=lo
( (= T ave rerrTed— oI PeIrISsSUITITe T S cIreeT T CITe
-

o ol £ = > L] ]
o UMM UL LLIIY HITIHTU L AU LUl LTl tadlll LIt ICal aoptiio

g e | . . = e . ) .
UL LllT dlidlyolo 4111 LTLTLCTLIILT Lo CLITS allLUllipbally Lily]

statermert—t) )

A statement of reliance on other experts ((stroutd)) must be
accompanied by a statement by each ((of—suclrexperts—of)) expert in
the form prescribed by subsection (5) of this section.

(d) If the appointed actuary has examined the underlying asset
and liability records, the reliance paragraph ((straXE)) must also
include substantially the following statement:

"My examination included ((swch)) a review of the actuarial
assumptions ((&nd)), actuarial methods ((ermd—of)),. the
underlying basic asset and liability records, and ((such))
other tests of the actuarial calculations ((a=)) I considered
necessary. 1 _also reconciled the underlying basic asset and
liability records to J[exhibits and schedules listed as
applicable] of the company's current annual statement."

(e) If the appointed actuary has not examined the underlying
records, but has relied upon listings ((ard)) or summaries of
policies in force, or asset records, or both prepared by the
company ((or—a—third-party)), the reliance paragraph ((shat})) must
include a statement substantially similar to ((ome—of)) the
following:

((++F)) "In forming my opinion on [specify types of reserves] I
((h—a*v*e)) relied upon ((liotillgo arrcsummartes [uf _tJul_LL,_Lc.:
and-corntracts;,ofassetrecordst)) data prepared by [name and
title of company officer certifying in-force records or other
datal as certified in the attached statements. I evaluated
that data for reasonableness and consistency. I also
reconciled that data to [exhibits and schedules to be listed
as applicable] of the company's current annual statement. In
other respects my examination included ((such)) review of the
actuarial assumptions and actuarial methods used and ( (such))

tests of the actuarial calculations ((&s)) I considered
necessary."
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Stelrea—sectiorr—shatt)) The paragraph must be accompanied by a
signed statement by each person relied upon based on the form
( (presceribed—Py)) set forth in subsection (5) of this section.

(f) The opinion paragraph ((shaxr)) must include a statement
substantially similar to the following:
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"In my opinion the reserves and related actuarial values
concerning the statement items identified above:

(1)

(11)

(iidi)

(1v)

Are computed in accordance with presently accepted
actuarial standards consistently applied and are
fairly stated, in accordance with sound actuarial
principles;

Are based on actuarial assumptions which produce
reserves at least as great as those called for in
any contract provision as to reserve Dbasis and
method, and are in accordance with all other
contract provisions;

Meet the requirements of the insurance laws and
regulations of the state of [state of domicile] and
are at least as great as the minimum aggregate
amounts required by the state in which this
statement is filed;

Are computed on the basis of assumptions consistent
with those used in computing the corresponding
items in the annual statement of the preceding
year—-end (with any exceptions noted below);
Include provision for all actuarial reserves and
related statement items which ought to Dbe
established. .

The reserves and related items, when considered in light
of the assets held by the company with respect to such
reserves and related actuarial items including, but not
limited to, the investment earnings on ((swck)) the
assets, and the considerations anticipated to be received
and retained under ((such)) the policies and contracts,
make adequate provision, according to presently accepted
actuarial standards of practice, for the anticipated cash
flows required by the contractual obligations and related
expenses of the company.

The actuarial methods, considerations, and analyses used
in forming my opinion conform to the appropriate
Standards of Practice as promulgated by the Actuarial
Standards Board, which standards form the basis of this
statement of opinion.

This opinion is updated annually as required by statute.
To the best of my knowledge, there have been no material
changes from the applicable date of the annual statement
to the date of the rendering of this opinion which should
be considered in reviewing this opinion.

or

The following material change(s) which occurred between
the date of the statement for which this opinion is
applicable and the date of this opinion should be
considered in reviewing this opinion: (Describe the
change or changes.)
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The impact of unanticipated events subsequent to the date
of this opinion is beyond the scope of this opinion. The
analysis of asset adequacy portion of this opinion should
be viewed —recognizing that the company's future
experience may not follow all the assumptions used in the
analysis.

Signature of Appointed Actuary

Address of Appointed Actuary

Telephone Number of Appointed Actuary((*))

Date"

(3) Assumptions for new issues: The adoption for new issues
or new claims or other new liabilities of an actuarial assumption
which differs from a corresponding assumption used for prior new
issues or new claims or other new liabilities is not a change in
actuarial assumptions within the meaning of this section.

(4) Adverse opinions: If the appointed actuary is unable to
form an opinion, then he or she ((sheait)) must refuse to issue a
statement of actuarial opinion. If the appointed actuary's opinion
is adverse or qualified, then he or she ((skaxE)) must issue an
adverse or qualified actuarial opinion explicitly stating the
reason(s) for ((sweh)) the adverse opinion. This statement
( (shoutd)) must follow the scope paragraph and precede the opinion
paragraph.

(5) Reliance on data furnished by other persons((+=)): If the

“appointed actuary does not express an opinion as to the accuracy
and completeness of the listings and summaries of policies in force
or ((ol‘obct oriemrted _i.ufUJ.uLat.Luu, trere ohall)) if the actuary
relies on the certification of others on matters concerning the
accuracy or completeness of any data underlving the actuarial
opinion, or the appropriateness of any other information used by
the appointed actuary in forming the actuarial opinion, the
actuarial opinion must include the names of the persons the actuary
is relyving upon and a precise identification of the items subject
to reliance. In addition, the persons on whom the appointed
actuary relies must provide a certification that precisely
identifies the items on which the pexson is providing information

and a statement as to the accuracy, completeness or reasonableness
of the items, as applicable. This certification must include the

signature, title, company's legal name, address and telephone
number of the person providing the certification, and the date on
which it is signed. This certification must include the reporting
date, the name of the appointed actuary, and must be attached to
the opinion ( (thre—stetemernt of—= COoOMpPaiTy officer—or ak_,\.,uu.ut.i.ug rm
Wi J:JLC]:JC{J_CLl sorelr uudc.{.l_y.;_ug datq) ) ’ in a form substantially
similar to ((cj_thc_q_ or—Poth uf)) the following( (, =] aLJLJLu_I:JJ__Lo.tc) ) .

((+ar)) "I [name of officer], [title], of [name of company
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((UJ. o.k.,\_,uuut_l.ug fi.J.J.\L))], hereby affirm that the listings and
summaries of policies and contracts in force as of
December 31, 20[ ], and other liabilities prepared for and
submitted to [name of appointed actuary] were prepared under
my direction and, to the best of my knowledge and belief, are
substantially accurate and complete.

Signature of the Officer of the Company
((orAecounting Firn))

Address of the Officer of the Company
((orAecounting Firny))

Telephone Number of the Officer of the
Company ((or-Aceounting Firm®™))

Date"
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AMENDATORY SECTION (Amending Order R 94-2¢, filed 12/30/94,
effective 1/30/95)

WAC 284-07-390 Description of actuarial memorandum including
an asset adequacy analysis and regulatory asset adequacy issues

summarvy. (1) (a) In accordance with RCW 48.74.025, the appointed
actuary ((sk=xEr)) must prepare a memorandum to the company
describing the analysis done in support of his or her opinion
regarding the reserves ((under—a WAC284—07—386—cpinton)). The

memorandum ( (shatt)) must be made available for examination by the
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commissioner upon his or her request but ((strafx¥)) will be returned
to the company after ((swuch)) the examination and ((sirat®)) will
not be considered a record of the commissioner or subject to
automatic filing with the commissioner.

(b) In preparing the memorandum, the appointed actuary may
rely on, and include as a part of his or her own memorandum,
memoranda prepared and signed by other actuaries who are qualified
within the meaning of WAC 284-07-350(2), with respect to the areas
covered in such memoranda, and ((shetr—so—state)) must include a
statement to that effect in their memoranda.

(c) If the commissioner requests-a memorandum and an adequate
memorandum 1s not provided within ten days ((of)) after the
request, or, if the commissioner finds that the analysis described
in the memorandum fails to meet the standards of the Actuarial
Standards Board or the standards and requirements of this
regulation, the commissioner may designate a qualified actuary to
review the opinion and prepare the supporting memorandum required
for review. All reasonable and necessary expenses of the
independent review ((shat*)) must be paid by the company but all
expenses ((conmected—therewitir—shatt)) related to the review will
be directed and controlled by the commissioner.

(d) (i) The reviewing actuary ((straxt)) must have the same
status as an examiner for purposes of obtaining data from the
company and the work papers and documentation of the reviewing
actuary ((shexf)) must be retained by the commissioner((=+
Provided;rowever;—Fhat—any) ) .__Information provided by the company
to the reviewing actuary and included in the work papers ((shal))
will be considered material provided by the company to the
commissioner and ((shteafE)) will be kept confidential to the same
extent as prescribed by law with respect to other material provided
by the company to the commissioner ((pursuant—to—the——statute
guch_uiug thris J_cyulat_;_uu.) ) .

(ii) The reviewing actuary ((shrart)) must not be an employee
of a consulting firm involved with the preparation of any prior
memorandum or opinion for the ((imsurer—pursuart—to—this
regulation)) company for the current year or any one of the
preceding three years.

(e) In accordance with RCW 48.74.025, the appointed actuary
must prepare a regulatory asset adequacy issues summary according
to the requirements set forth in subsection (3) of this section.
The requlatory asset adegquacy issues summary must be submitted no
later than March 15 of the vear following the vyear for which a
statement of actuarial opinion based on asset adequacy is required.
Except for a domestic life insurance company, the regulatory asset
adequacy issues summary must be submitted only upon request of the
commissioner. The regulatory asset adequacy issues summary has the
standing of a memorandum in support of the actuarial opinion, and
will be kept confidential to the extent and under the conditions
provided for in RCW 48.74.025(4).

(2) When an actuarial opinion ((under—WAC—284—07—386)) is
provided, the memorandum ((shatt)) must demonstrate that the

~analysis has been completed in accordance with the standards for
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asset adequacy ((referred—to)) set forth in WAC 284-07-350(4) and
any additional standards required by the commissioner. The
memorandum ( (skatt—specify)) must include the following:

(a) For reserves:

(i) Product descriptions including market description,
underwriting and other aspects of a risk profile, and the specific
risks the appointed actuary deems significant;

(1ii) Sources of liabilities in force;

(iii) Reserve methods and bases;

(iv) Investment reserves;

(v) Reinsurance arrangements;

(vi) ITdentification of any explicit or implied guarantees made
by the general account in support of benefits provided through a
separate account or under a separate account policy or contract and
the methods used by the appointed actuary to provide for the
guarantees in the asset adegquacy analysis:

(vii) Documentation of assumptions, including comparisons with
experience, to test reserves for the following:

(A) Tapse rates, both base and excess;

(B) Interest crediting rate strategy:

(C) Mortality;

(D) Policvholder dividend strategy;

(E) Competitor or market interest rate;

(F) Annuitization rates;

(G) Commissions and expenses; and

(H) Morbidity.

The documentation of the assumptions must allow an actuary
reviewing the actuarial memorandum to form a conclusion regarding
the reasonableness of the assumptions.

(b) For assets:

(i) Portfolio descriptions, including a risk profile disclos-
ing the quality, distribution, and types of assets;

(ii) Investment and disinvestment assumptions;

(iii) Sources of asset data;

(iv) Asset valuation bases; .

(v) Documentation of assumptions made for:

(A) Default costs;

(B) Bond call function;

(C) Mortgage prepavment function;

(D) Determining market wvalue for assets sold due to
disinvestment strategy; and

(E) Determining vield on assets acguired through the
investment strateqgy.

The documentation of the assumptions must allow an actuary
reviewing the actuarial memorandum to form a conclusion regarding
the reasonableness of the assumptions.

(c) Analysis basis:

(i) Methodology: 4

(ii) Rationale for inclusion or exclusion of different blocks
of business and how pertinent risks were analyzed;

(iii) Rationale for degree of rigor in analyzing different
blocks of business, including the level of "materiality" that was
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used in determining how rigorously to analyze different blocks of
business;

(iv) Criteria for determining asset adequacy, including the
precise basis for determining if assets are adegquate to cover
reserves under "moderately adverse conditions" or other conditions,
as specified in relevant actuarial standards of practice;

(v) ((Effeet)) Consideration of the impact of federal income
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(vi) The method of treating reinsurance in the asset adequacy
analysis.

(d) Sensitivity testing: Impact of changes in assumptions
used in asset adequacy analysis, based on sensitivity tests
performed.

(e) Material changes: Summary of material changes in methods,
procedures, or assumptions from prior vear's asset _adequacy
analysis.

(f) Results:

(1) Schedules under each required scenario showing the .cash
flows by each of the major items of income, benefits, and expenses,
statutory gains or losses, and statutory balance sheet, as modeled,
for each year in the projection period((. Provided—lrowever;—Tiat
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(ii) Summary of results.

(g) Conclusion(s).

(3) The regulatory asset adequacy issues summary must contain
the name of the company for which the regulatory asset adequacy
issues summary is being supplied and must be signed and dated by

the appointed actuary providing the actuarial opinion. The
regulatory asset adequacy issues summary must include all of the
following:

(a) Descriptions of the scenarios tested, including whether
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those scenarios are stochastic or deterministic, and the
sensitivity testing performed relative to those scenarios.

(i) If certain tests produce negative ending surplus in the
aggregate, the actuary must describe those tests and state the
amount of additional reserve as of the valuation date that, if

held, would eliminate the negative aggregate surplus values.

(ii) The actuary must determine ending surplus values by

(A) Extending the projection period until the in force and
associated assets and liabilities at the end of the projection
period are immaterial; or .

(B) Adijusting the surplus amount at the end of the projection
period by an amount that appropriately estimates the value that can
reasonably be expected to arise from the assets and liabilities
remaining in force.

(b) An explanation of the extent to which the appointed
actuary uses assumptions in the asset adeguacy analysis that are
materially different from the assumptions used in the previous
asset adequacy analysis.

(c) A description of the amount of reserves and the identity
of the product lines that had been subjected to asset adeguacy
analysis in the prior opinion but were not subject to analysis for
the current opinion.

(d) Comments on any interim results that may be of significant
concern to the appointed actuary.

(e) The methods used by the actuary to recognize the impact of
reinsurance on the company's cash flows, including both assets and
liabilities, under each of the scenarios tested. ,

(f) A paragraph explaining whether the actuary is satisfied
that all options whether explicit or embedded, in any asset or
liability (including but not limited to those affecting cash flows
embedded in fixed income securities) and equity—like features in
any investments have been appropriately considered in the asset
adegquacy analysis. : .

(4) The memorandum ((skett)) must include a statement
substantially similar to the following:

"Actuarial methods, considerations, and analyses used in the
preparation of this memorandum conform to the appropriate Standards
of Practice as promulgated by the Actuarial Standards Board, which
standards form the basis for this memorandum."

REPEALER

The following sections of the Washington Administrative Code
are repealed:

WAC 284-07-360 Required opinions.
WAC 284-07-370 Statement of actuarial opinion not
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including an asset adequacy
analysis.
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